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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


We  recommend  the  department: 

A.  Locate  all  missing  equipment  and 
adjust  property  records  accordingly. 

Agency  Response:  Concur.   See  page  B-4. 

B.  Properly  account  for  all  property  in 

accordance  with  state  policy 7 

Agency  Response:  Concur.   See  page  B-4. 

We  recommend  the  department  ensure  its 

federal  account  is  reconciled  at  the 

end  of  each  fiscal  year 9 

Agency  Response:  Concur.  See  page  B-4. 

We  recommend  the  department  establish  procedures  to  ensure 
revenue  and  expenditures  are  properly  accrued  in  accordance 
with  state  law  and  policy 10 

Agency  Response:  Concur.   See  page  B-4. 

We  recommend  the  department: 

A.  Ensure  all  costs  included  in  its  cost 
allocation  plan  are  supported  by  the 
accounting  records. 

Agency  Response:  Concur.  See  page  B-5. 

B.  Periodically  review  data  input  to  the 
cost  allocation  plan  to  ensure  indirect 
costs  are  allocated  to  the  programs  which 

benefit  from  the  service 12 

Agency  Response:   Concur.  See  page  B-5. 

We  recommend  the  department  make  timely  deposits 

in  accordance  with  state  law 13 

Agency  Response:  Concur.   See  page  B-5. 
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Summary  of  Recommendations 


Recommendation  #6 


Recommendation  #7 


Recommendation  #8 


Recommendation  #9 


We  recommend  the  department  continue  to 
ensure  child  support  checks  are  safeguarded. 

Agency  Response:  Concur.  See  page  B-5. 

We  recommend  the  department: 


A.  Monitor  the  provider's  compliance  with 

the  Personal  Care  Services  program  contract 
in  a  timely  manner. 

Agency  Response:   Concur.  See  page  B-6. 

B.  Establish  procedures  in  the  Personal 

Care  Services  program  to  monitor  incidents 

and  complaints  in  a  timely  and  on-going  manner. 

Agency  Response:   Concur.  See  page  B-6. 

We  recommend  the  department: 

A.  Resolve  differences  between  expenditures 
on  the  client  database  and  SBAS. 

Agency  Response:  Concur.  See  page  B-6. 

B.  Ensure  DD  Medicaid  Waiver  expenditures 
are  supported  as  required  by  federal 
regulations 


14 


17 


Agency  Response:   Partially  Concur.  See  page  B-6. 

We  recommend  the  department  monitor  grants 

to  ensure  timely  billing  and  accurate  recording.   .  .  . 


19 


Agency  Response:  Concur.  See  page  B-6. 
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Introduction 


Introduction  and  Scope 
of  Audit 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Social  and  Rehabilitation  Services  (SRS)  for  the  two  fiscal 
years  ended  June  30,  1993.   The  objectives  of  the  audit  were  to: 

1.  Review  the  adequacy  of  the  management  information  system 
and  make  recommendations  for  the  improvement  of  manage- 
ment and  internal  controls  of  the  department. 

2.  Determine  if  the  department  complied  with  applicable  state 
and  federal  laws  and  regulations. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the  results 
of  operations  for  the  two  fiscal  years  ended  June  30,  1993. 

4.  Determine  implementation  status  of  prior  audit  recommen- 
dations. 

In  addition  to  the  financial-compliance  audit,  our  office 
reviewed  the  controls  relating  to  The  Economic  Assistance 
Management  System  (TEAMS)  and  issued  a  separate  electronic 
data  processing  report  (93DP-31). 

This  report  contains  nine  recommendations  to  the  department. 
These  recommendations  address  areas  where  the  department  can 
improve  management,  internal  controls,  accounting  procedures, 
and  compliance  with  laws  and  policies.  Other  concerns  deemed 
not  to  have  a  significant  effect  on  the  successful  operations  of 
department  programs  are  not  specifically  included  in  the  report, 
but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,  if  significant,  of  implementing  the  recom- 
mendations in  this  report. 


Background 


The  legislature  created  the  Department  of  Social  and  Rehabili- 
tation Services  as  a  multi-function  human  services  agency  under 
the  Executive  Reorganization  Act  of  1971.  SRS  provides: 
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1.  Assistance  to  qualified  individuals  or  families;  for  example, 
food  stamps,  food  commodities,  and  aid  to  families  with 
dependent  children  (AFDC). 

2.  Medical  assistance. 

3.  Medical  and  educational  assistance  to  the  developmentally 
disabled  and  the  physically  handicapped. 

4.  Rehabilitation  of  the  vocationally  and  visually  handicapped. 

5.  Child  support  enforcement  assistance. 

The  department  is  organized  into  six  divisions  as  described 
below: 

The  Family  Assistance  Division  manages  and  supervises  a  num- 
ber of  programs  which  receive  funds  from  the  state  and  federal 
government  but  are  administered  by  SRS  employees  at  the 
counties.   The  division's  responsibility  for  the  assistance 
programs  includes  developing  policies  and  procedures  which 
comply  with  state  and  federal  laws  and  regulations.  The  division 
also  supervises  the  implementation  of  these  programs  at  the 
counties. 

The  Medicaid  Services  Division  ensures  that  individuals  who  can 
not  afford  appropriate  medical  services  receive  necessary  care. 
The  division  administers  the  Medicaid  program  which  offers 
services  for  primary  care,  nursing  care,  medicare  buy-in,  and 
home  and  community-based  waiver  programs. 

The  Developmental  Disabilities  Division  contracts  with  nonprofit 
organizations  to  provide  services  to  developmentally  disabled 
people.   The  Developmental  Disabilities  program  is  responsible 
for  administration  of  the  state's  community-based  programs  for 
individuals  disabled  by  epilepsy,  autism,  mental  retardation,  and 
conditions  closely  related  to  mental  retardation  if  the  disability 
occurred  before  the  person  reached  the  age  of  18. 

The  Rehabilitative/Visual  Services  Division  provides  services  to 
Montanans  with  physical  and  mental  disabilities.  Some  of  the 
services  include  diagnostic  evaluations,  counseling,  job  training. 
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job  placement,  independent  living,  extended  employment,  and 
supported  employment. 

The  Child  Support  Enforcement  Division  establishes  the  pater- 
nity of  children,  locates  parents  who  have  left  their  families, 
establishes  legal  support  obligations  of  absent  parents,  and 
enforces  child  support  obligations.   Services  are  provided  to 
AFDC  recipients  and  to  families  not  receiving  public  assistance. 
Such  services  are  made  available  to  Montana  residents  and  out- 
of-state  families. 

Operations  and  Technology  Division  provides  administration  of 
automated  technology  functions,  fiscal  services,  program 
compliance,  and  internal  support.   The  division  develops  the 
department's  biennial  budget  and  monitors  expenditures  against 
established  budget  limits.  This  division  also  monitors  the  depart- 
ment's two  large  computer  information  systems:    1)  The  Eco- 
nomic Assistance  Management  System  (TEAMS)  is  an  on-line 
computer  application  which  determines  aid  to  families  with 
dependent  children,  food  stamp,  and  Medicaid  client  eligibility; 
and  2)  the  System  for  Enforcement  and  Recovery  of  Child 
Support  (SEARCHS)  is  a  computer  system  which  provides  fiscal 
and  statistical  data  for  child  support  enforcement  activities. 
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Prior  Audit  Recommendations 


Prior  Audit  Recommen-  Our  office  performed  the  department's  prior  financial- 

dations  compliance  audit  for  the  two  fiscal  years  ended  June  30,  1991. 

We  determined  the  implementation  status  of  17  applicable  prior 
audit  recommendations.  The  department  implemented  13, 
partially  implemented  2,  and  did  not  implement  2. 

The  recommendations  partially  implemented  relate  to  the 
department's  suspension  of  computer  system  access  and  correc- 
tion of  fund  balances  in  the  Federal  Special  Revenue  account. 
The  department's  data  processing  security  is  addressed  in  the 
department's  electronic  data  processing  audit  report  issued  in 
June  1993.   The  correction  of  fund  balances  in  the  Federal 
Special  Revenue  Fund  is  addressed  on  page  8.   One  recom- 
mendation not  implemented  relates  to  recording  revenue  and 
expenditure  accruals  and  is  discussed  on  page  9.   The  other 
recommendation  not  implemented  relating  to  statewide  cost 
allocation  plan  reimbursement  was  discussed  with  management. 
Because  of  the  diminishing  dollar  effect,  it  is  no  longer  a 
significant  issue  and  is  not  addressed  in  this  report. 
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Findings  and  Recommendations 


Unlocated  State 
Property 


The  department  maintains  an  inventory  system  independent  of 
the  state's  property  accounting  system.   The  Property  Accounting 
System  (PAS)  is  a  system  unique  to  the  department  which  is 
designed  to  provide  accountability  for  all  department  property 
and  satisfy  agency  accounting,  administrative  and  audit 
requirements.   We  reviewed  the  department's  inventory  listing  of 
property,  approximately  $4.4  million  at  June  30,  1993,  and  noted 
$419,061  of  state  property  could  not  be  accounted  for  or  could 
not  be  physically  located. 

The  majority  (approximately  90  percent)  of  the  department's 
funding  comes  from  federal  sources  such  as  the  Medicaid 
(CFDA  #93.778),  Vocational  Rehabilitation  (CFDA  #84.126), 
and  Food  Distribution  (CFDA  #10.567)  programs.   Therefore, 
acquisitions  of  equipment  are  purchased  in  whole  or  in  part  with 
federal  funds.   Federal  regulations  require  the  department  to 
maintain  a  control  system  with  adequate  safeguards  to  prevent 
loss.   Any  loss,  damage,  or  theft  of  equipment  should  be 
investigated  and  fully  documented.   Also,  the  Montana  Opera- 
tions Manual  (MOMS),  and  the  department's  administrative 
policy  stress  the  importance  of  complete  and  accurate  property 
accounting  records.   According  to  state  policy,  complete  and 
accurate  records  are  essential  for  the  protection  of  state  property. 
Without  accurate  records  the  state  risks  losing  property  due  to 
theft  and  misuse. 

We  informed  department  management  of  our  concerns  and  they 
performed  a  partial  inventory  and  were  able  to  locate  $1 19,328 
of  the  $419,061  previously  unlocated  property.   As  of  August 
1993,  property  amounting  to  $299,733  had  not  been  accounted 
for  or  located.   The  following  table  shows  the  unlocated  property 
by  assigned  location  and  amount. 
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Table 

1 

Unlocated  State 

Property 

As  of  August 

1993 

Location 

Dol lar  Amount 

Property  Stored  at  Warehouse 

$  82,267 

Family  Assistance  Division 

59,185 

Director's  Office 

20,735 

TEAMS 

16,673 

Missoula  District 

15,A12 

Developmental  Disabilities  Division 

12,265 

Flathead  County 

11,824 

Cheyenne  Reservation 

11,307 

Budget  &  Program  Planning 

9,605 

Medicaid  Services  Division 

8,896 

Child  Support  Billings 

4,836 

Helena  District  Office 

4,741 

Child  Support  Helena 

4,698 

Great  Falls  District  Office 

4,629 

Other  Locations 

32,660 

Total 

$299,733 

Source:  Conpiled  by  the  Office  of 

the  Legislative  Auditor  from 

department  property  records 

The  unlocated  inventory  of  $299,733  is  comprised  of  various 
categories.   The  following  are  examples  of  missing  items: 
30  computer  monitors;   26  printers;  8  personal  computers; 
7  cameras;  7  VCRs;  5  portable  computers;  and  3  camcorders. 
These  electronic  items  are  susceptible  to  loss,  theft,  and  misuse. 

Department  personnel  stated  there  was  a  lack  of  communication 
concerning  who  was  responsible  for  locating  items  and  returning 
the  inventory  forms  sent  by  the  property  manager.   Personnel 
indicated  state  equipment  located  in  the  counties  may  have  been 
traded  in  on  new  equipment  that  is  now  county  equipment. 
They  also  stated  many  pieces  of  equipment  have  been  loaned  to 
other  divisions  and  never  returned,  or  loaned  out  again.   After 
discussing  the  issue  with  department  personnel  in  November 
1993,  the  department  performed  further  investigation  and 
indicated  they  were  able  to  locate  $264,288  of  the  property.  The 
following  table  shows  the  cost  of  property  still  unlocated  as  of 
December  1993. 
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Table   2 

Untocated  State  Property 
As  of  Deceniier  1993 

Location  Dollar  Amount 

Family  Assistance  Division  $  6,979 

Director's  Office  i   527 

TEAMS  2;  742 

Missoula  District  2,226 

Budget  &  Program  Planning  2,602 

Medicaid  Services  Division  2  555 

Child  Support  Billings  2,291 

Helena  District  Office  1  J82 

Child  Support  Helena  1,600 

Great   Falls  District  Office  '938 

Other  Locations  io_803 

Total  $35! 445 

Source:      Provided  by  the  Department  of  Social   and  Rehabilitation 
Services  on  December  3,    1993 


Management  should  establish  priorities  to  account  for  property 
and  ensure  adequate  safeguards  are  in  place  especially  for  equip- 
ment that  is  susceptible  to  loss  or  theft.   In  addition,  the 
department  should  determine  the  status  of  all  missing  property 
and  adjust  the  property  records  accordingly. 


Recommendation  #1 

We  recommend  the  department: 

A.  Locate  all  missing  equipment  and  adjust  property 
records  accordingly. 

B.  Properly  account  for  all  property  in  accordance  with 
state  policy. 
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Accounting  Record 
Accuracy 


State  law  requires  transactions  entered  on  the  state's  accounting 
system  be  recorded  in  accordance  with  Generally  Accepted 
Accounting  Principles  (GAAP).   The  Accounting  and  Manage- 
ment Support  Division  of  the  Department  of  Administration 
(Dof  A)  issues  accounting  rules  to  ensure  state  accounting  policy 
complies  with  GAAP.   Accounting  for  financial  activity  in 
accordance  with  these  requirements  improves  the  quality,  consis- 
tency and  comparability  of  the  resulting  financial  information 
among  state  agencies.   It  also  ensures  that  revenues  and  expen- 
ditures are  properly  and  consistently  measured  within  each  fiscal 
year.  The  department  had  a  large  negative  fund  balance  in  the 
Special  Revenue  Fund  in  fiscal  year  1992-93  and  made  errors  in 
recording  revenue  and  expenditure  accruals  in  fiscal  years  1991- 
92  and  1992-93. 


Special  Revenue  Fund 
Balances 


The  department  maintains  a  federal  special  revenue  account  to 
record  activity  related  to  federal  public  welfare  grants  such  as 
Medicaid,  Social  Services  Block  Grant,  Low  Income  Home 
Energy  Assistance  and  Aid  to  Families  With  Dependent 
Children.   The  majority  of  the  moneys  are  provided  by  the  U.S. 
Department  of  Health  and  Human  Services  under  the  Medicaid 
program  (CFDA  #93.778).   This  federal  special  revenue  account 
has  not  had  a  zero  fund  balance  for  the  last  eight  years.   State 
policy  requires  that  federal  funds  expended  equal  federal 
revenue  in  this  account;  therefore,  resulting  in  a  zero  fund 
balance.   A  federal  account  with  a  fund  balance  may  indicate 
overexpenditures  of  federal  funds,  the  state  contributed  more 
than  its  required  share  of  matching  funds,  or  the  department  has 
not  requested  its  full  allotment  of  federal  revenue. 


In  each  prior  audit  since  fiscal  year  1985-86,  we  recommended 
the  department  analyze  and  correct  fund  balances  in  this  federal 
special  revenue  account.   At  the  beginning  of  fiscal  year  1991- 
92,  the  department  opened  a  new  account  to  record  all  federal 
public  welfare  grant  revenue  and  expenditures.   They  also  began 
closing  the  old  out-of-balance  account  as  part  of  the  procedure 
to  implement  our  prior  recommendations.   By  fiscal  year-end 
1992-93  the  department  had  closed-out  the  fund  balance  in  the 
old  account  and  transferred  the  unreconciled  residual  fund 
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balance  to  the  state  General  Fund.  The  department  was  unable 
to  identify  the  source  of  the  residual  fund  balance. 

The  department's  new  federal  special  revenue  account  is  also 
out-of-balance.   At  fiscal  year-end  1991-92,  the  department  had 
a  $754,700  positive  fund  balance.   Department  personnel  did 
reconcile  the  account  after  fiscal  year-end  1991-92,  and  adjusted 
accounting  records  accordingly.   However,  at  fiscal  year-end 
1992-93  the  new  federal  special  revenue  account  had  a 
$14,101,917  negative  fund  balance.   Department  personnel  stated 
the  majority  of  the  negative  balance  is  the  result  of  an  error  in 
recording  the  Medicaid  revenue  accrual  as  discussed  in  the  next 
report  section. 

The  department  tried  to  reconcile  the  new  federal  special  reve- 
nue account  balance  by  adjusting  for  the  accrual  errors  in  fiscal 
year  1992-93.   However,  they  could  not  determine  the  composi- 
tion of  approximately  $400,000  until  November  1993.   At  that 
time,  department  personnel  indicated  the  fund  balance  was 
reconciled.   Department  personnel  should  continue  to  reconcile 
this  federal  special  revenue  account  each  year  and  ensure  it  has  a 
zero  fund  balance  at  fiscal  year-end. 


Recommendation  #2 

We  recommend  the  department  ensure  its  federal  account  is 
reconciled  at  the  end  of  each  fiscal  year. 


Revenue  and  Expenditure  The  department  failed  to  record  a  revenue  accrual  and  an  expen- 

Accruals  diture  accrual  related  to  the  Medicaid  program  in  fiscal  year 

1992-93.  The  department  also  did  not  accrue  food  stamp  expen- 
ditures and  over  accrued  federal  revenue  in  fiscal  year  1991-92. 

State  law  and  state  accounting  policy  require  that  at  fiscal  year- 
end  each  state  agency  ensure  all  revenues  are  properly  accrued  or 
deferred.  The  policy  also  requires  that  agencies  record 
expenditure  accruals  for  all  valid  obligations.   An  expenditure  is 
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a  valid  obligation  in  the  period  incurred  or  if  there  is  an  out- 
standing purchase  order  at  fiscal  year-end.   The  following 
describes  the  specific  details  of  the  department's  accrual  errors. 

—  At  fiscal  year-end  1992-93,  the  department  calculated  a 
$15,200,000  revenue  accrual  for  the  Medicaid  program  but 
forgot  to  record  the  data  on  the  state's  accounting  records 
before  the  close  of  the  fiscal  year.   In  addition,  the  Medicaid 
expenditure  accrual  recorded  on  the  state's  accounting  system 
excluded  $1,226,000.   Department  personnel  said  the  accrual 
errors  were  the  result  of  human  error. 

—  The  department  did  not  accrue  $156,450  of  food  stamp 
expenditures  at  fiscal  year-end  1991-92.   Department 
personnel  were  unsure  of  the  expenditure  accrual  amount  by 
fiscal  year-end.   This  amount  could  have  been  obtained  by 
contacting  the  Department  of  Family  Services  before  fiscal 
year-end. 

—  When  the  department  accrued  federal  revenue  to  match 
expenditures  at  fiscal  year-end  1991-92  it  over  accrued 
revenue  by  $754,661.   Department  personnel  said  the  revenue 
accrual  error  occurred  during  analysis  of  the  cost  allocation 
plan  (CAP)  expenditures.   They  tried  to  match  federal 
expenditures  and  revenue  but  a  portion  of  the  expenditures 
in  the  CAP  amount  were  not  federal  expenditures. 

The  department  is  responsible  for  all  of  the  financial 
information  recorded  on  the  state's  accounting  records.  The 
department's  accounting  personnel  should  perform  the  necessary 
review  to  ensure  information  recorded  is  accurate  and  complete. 
Department  accounting  personnel  should  establish  fiscal  year- 
end  procedures  which  ensure  all  expenditure  and  revenue  accrual 
transactions  are  properly  recorded  on  the  state's  accounting 
records.   The  accrual  errors  contributed  to  the  issuance  of  a 
qualified  opinion  on  the  department's  financial  schedules. 


Recommendation  #3 

We  recommend  the  department  establish  procedures  to 
ensure  revenue  and  expenditures  are  properly  accrued  in 
accordance  with  state  law  and  policy. 
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Cost  Allocation  Plan 


The  department  operates  central  management,  accounting,  and 
data  processing  functions.   It  charges  the  cost  of  these  functions 
to  the  department's  various  federal  programs  using  a  cost  alloca- 
tion plan  (CAP).   Federal  regulations  require  indirect  costs  be 
allocated  to  federal  and  state  programs  in  an  equitable  manner 
based  on  relative  benefits  derived.   Also,  all  costs  in  the  plan  are 
to  be  supported  by  formal  accounting  records  which  document 
the  propriety  of  all  charges.   During  our  audit,  we  reviewed 
several  of  the  department's  methods  for  allocating  expenditures 
under  its  cost  allocation  plan.   We  noted  two  instances  where  the 
department  did  not  allocate  costs  in  accordance  with  federal 
regulations. 


The  department  allocates  certain  administrative  expenditures 
based  on  the  hours  spent  on  each  federal  program.  Depart- 
ment personnel  entered  an  incorrect  number  of  hours  spent 
by  employees  working  on  state  and  federal  programs.  This 
resulted  in  an  improper  allocation  of  expenditures  to  ten 
state  and  federal  programs.  We  question  the  allowability  of 
overexpenditures  charged  to  the  programs  shown  in  Table  3. 


Table  3 

Cost  Allocation  Misstatements 

Fiscal  Year  1991-92 

Amount 

CFDA  # 

Program  Name 

Over(Under) 

93.020 

AFDC 

12 

10.550 

Food  Distribution  (needy  family) 

944 

10.562 

Food  Stamps 

(1,515) 

81.042 

Weather izat ion  (DOE) 

472 

93.028 

Low- Income  Home  Energy  Asst.  Program 

(LIHEAP) 

64 

93.031 

Community  Services  Block  Grant  (CSBG) 

88 

93.778 

Medicaid 

(783) 

10.570 

Aging  III-A 

293 

none 

General  Assistance-state  share 

(18) 

none 

Institution  Commodities -state  share 

243 

Source: 

Compiled  by  the  Office  of  the  Legislative 

Auditor  from 

department  records 

Department  personnel  said,  hours  for  two  employees  were 
transposed  during  input  to  the  CAP  and  the  mistake  was  not 
noticed.   Department  personnel  should  ensure  all  costs 
included  in  the  CAP  are  supported  by  the  agency's  account- 
ing records. 
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We  found  certain  data  processing  costs  were  being  allocated 
to  the  wrong  federal  programs.   Data  processing  personnel 
track  time  spent  working  on  data  processing  enhancements. 
The  hours  are  accumulated  and  allocated  to  those  federal 
programs  which  benefit  from  the  enhancement.   However, 
we  found  for  some  projects,  time  was  not  allocated  to  the 
appropriate  program.   These  errors  were  then  input  to  the 
cost  allocation  plan. 

Total  data  processing  costs  allocated  using  this  method  were 
$365,932  in  fiscal  year  1991-92  and  $355,577  in  fiscal  year 
1992-93.   It  was  not  cost  effective  for  us  to  determine  the 
amount  of  expenditures  incorrectly  charged  to  the  federal 
programs  because  it  would  have  required  a  review  of  all  data 
processing  enhancement  projects  completed  during  the  audit 
period.  However,  we  believe  amounts  allocated  to  incorrect 
federal  programs  are  not  significantly  misstated. 

Department  personnel  stated  the  method  used  to  allocate  data 
processing  costs  had  not  been  revised  for  several  years.   They 
did  not  realize  the  data  processing  costs  were  being  allocated 
to  the  incorrect  federal  programs.  The  department  should 
periodically  review  data  input  to  the  CAP  to  ensure  indirect 
costs  are  allocated  to  the  program  benefiting  from  the 
service. 


Recommendation  #4 

We  recommend  the  department: 

A.  Ensure  all  costs  included  in  its  cost  allocation  plan  are 
supported  by  the  accounting  records. 

B.  Periodically  review  data  input  to  the  cost  allocation 
plan  to  ensure  indirect  costs  are  allocated  to  the 
programs  which  benefit  from  the  service. 


Untimely  Deposits  During  our  visits  to  county  and  regional  offices,  we  found  three 

supplemental  security  income  (SSI)  checks  amounting  to  $8,520 
in  a  file  drawer.   Counties  receive  these  checks  as  reimbursement 
from  the  federal  government  for  repayment  of  general  assistance 
benefits.  The  checks  were  received  by  the  county  on  March  9, 
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1993  but  not  remitted  to  the  department  for  deposit  until 
April  7,  1993,  when  the  checks  were  found  by  our  audit  staff. 

Section  17-6-105(6),  MCA,  requires  all  money  be  deposited  each 
day  when  the  accumulated  amount  of  coin  and  currency  exceeds 
$100  or  when  total  collections  exceed  $500.  All  collections  are  to 
be  deposited  as  least  weekly  regardless  of  the  amount. 

County  personnel  said  they  were  busy  during  the  month  of 
March  when  the  checks  were  received  so  the  checks  were 
endorsed  and  put  in  a  locked  file  cabinet.  The  county  employee 
responsible  for  the  checks  was  then  on  vacation  for  a  week  and 
forgot  the  checks  were  in  the  drawer.   Department  personnel 
stated  they  have  a  monthly  reconciliation  process  that  detects 
undeposited  SSI  checks.   However,  the  monthly  reconciliation 
would  allow  undetected  SSI  checks  to  remain  undeposited  longer 
than  state  law  allows. 


Recommendation  #5 

We  recommend  the  department  make  timely  deposits  in 
accordance  with  state  law. 


Security  Over  Child 
Support  Collections 


Each  month  the  Child  Enforcement  Division  office  receives  an 
average  of  $50,000  of  total  child  support  payments.   Twice  a  day 
checks  are  taken  to  the  department's  fiscal  bureau  for  deposit. 
The  checks  remaining  at  the  end  of  the  day  are  put  in  an 
unlocked  file  cabinet.   State  accounting  policy  requires  that 
collections  shall,  at  a  minimum,  be  stored  in  a  locked  box  and 
appropriately  secured  during  work  and  nonworking  hours. 


In  addition,  the  checks  received  at  the  Child  Support  Enforce- 
ment Division  office  were  not  restrictively  endorsed  when 
received  as  required  by  state  policy.   The  checks  pass  through 
several  people  at  the  division  and  are  not  restrictively  endorsed 
until  the  checks  arrive  at  the  fiscal  bureau.   Checks  not 
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restrictively  endorsed  upon  initial  receipt  have  an  increased  risk 
of  being  misused  or  stolen. 

After  we  notified  the  department  of  our  concern,  they  imple- 
mented procedures  to  secure  child  support  checks.   The  division 
should  continue  to  ensure  checks  are  restrictively  endorsed  upon 
initial  receipt  and  collections  are  secured  for  safekeeping. 


Recommendation  #6 

We  recommend  the  department  continue  to  ensure  child 
support  checks  are  safeguarded. 


Medicaid  Personal  Care  The  Medicaid  Personal  Care  Services  program,  administered  by 

Services  Program  the  department,  provides  long-term  maintenance  and  supportive 

care  to  recipients  in  their  homes.   Its  primary  focus  is  to  prevent 
or  delay  institutionalization,  thus  providing  recipients  the 
opportunity  of  remaining  in  their  homes  and  reducing  costs  to 
the  state  and  federal  governments.   Examples  of  services  pro- 
vided to  recipients  include  feeding,  bathing,  dressing,  prepara- 
tion for  sleep,  and  light  housekeeping.   Currently  there  are 
approximately  1200  recipients  of  the  program  services.   In  fiscal 
year  1992-93,  the  federal  government  provided  71  percent  of  the 
funding  for  the  program  and  the  state  government  provided 
29  percent. 

The  department  contracts  with  one  main  private  nonprofit 
corporation  who  provides  the  majority  of  personal  care  attendant 
(PCA)  services  for  recipients,  and  who  provides  supervision  of 
PCAs  by  registered  nurses.   In  fiscal  year  1991-92,  this  personal 
care  services  provider  was  the  second  largest  private  nonprofit 
recipient  of  Medicaid  funds.   Only  one  of  Montana's  major 
hospitals  received  more  in  Medicaid  payments.   In  fiscal  years 
1991-92  and  1992-93  the  provider  received  nearly  $8  million 
each  year  to  provide  in-home  services  for  recipients.   Recipients 
must  have  a  need  for  personal  care  services  which  are  ordered  by 
a  physician  and  reauthorized  at  least  once  a  year.   This  program 
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provider's  state  contract  requires  that  all  recipients,  except  for  19 
of  the  1,200,  who  receive  Medicaid  PCA  benefits,  participate 
under  this  providers  contract.   Recipients  may  not  receive 
Medicaid  reimbursement  for  personal  care  services  performed  by 
a  provider  other  than  the  one  with  the  state  contract. 

The  department  has  oversite  responsibilities  for  the  Personal 
Care  Services  program  within  Montana.   There  are  two  methods 
frequently  used  by  state  agencies  to  monitor  a  provider's  compli- 
ance with  contract  requirements.   In  some  cases  an  agency  may 
require  the  provider  to  obtain  a  periodic  audit  of  the  system  of 
internal  controls  to  ensure  compliance  with  contract  require- 
ments and  quality  of  care.   In  other  cases,  state  agencies  prefer 
to  perform  a  compliance  review  of  the  provider's  system 
utilizing  the  state  agency's  program  personnel.   A  department 
official  indicated  they  monitor  the  personal  care  services 
contract  by  performing  a  compliance  review  of  contract 
requirements  every  three  years.   However,  we  found  a 
compliance  review  has  not  been  performed  for  more  than  five 
years.   In  the  last  five  years  the  department  spent  between  $15 
and  $25  million  in  program  funds  on  this  contract.   Based  on  our 
review  of  the  program,  we  believe  the  department  does  not  ade- 
quately monitor  the  contract  to  ensure  the  provider  complies 
with  the  contract  requirements. 

During  our  review  of  the  provider's  records,  we  noted  a  file 
cabinet  full  of  incident  reports  and  complaints  filed  on  behalf  of 
recipients  of  the  Personal  Care  Services  program.   The  reports 
are  prepared  by  a  program  nurse  supervisor,  the  services 
scheduler,  or  the  PCA  and  include  incidents  such  as  recipient 
complaints  regarding  quality  of  care;  PCA  failure  to  show  up  for 
work;  missing  money  or  valuables;  and  recipient  falls,  seizures, 
and  injuries.   The  provider  files  the  incident  reports  in  its 
Helena  office  for  review  by  department  personnel.   Some 
incident  reports  convey  quality  of  care  concerns  with  the 
program,  while  other  incident  reports  may  simply  indicate 
matters  of  lesser  significance,  such  as  when  a  recipient  is  not 
home  when  the  PCA  arrives  for  work.   Neither  the  provider  nor 
department  personnel  prepare  weekly  or  monthly  summaries  of 
reported  incidents  or  complaints  as  a  tool  to  monitor  quality  of 
care.   We  scanned  the  incident  reports  and  noted  seven  instances 
where  the  recipient  complained  that  PCAs  did  not  show  for  work 
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as  scheduled.   In  one  instance,  a  recipient  reported  having  to  sit 
in  a  wheel  chair  all  night  because  the  PCA  did  not  arrive  to  help 
her  to  bed.   In  other  instances  the  incident  report  did  not  explain 
the  consequences  of  the  provider's  inability  to  provide  services. 

The  department  has  not  reviewed  most  of  the  complaints  or 
incident  reports,  for  more  than  five  years,  when  the  department 
performed  its  last  compliance  review.   Because  the  department 
spends  nearly  $8  million  annually  for  PCA  services,  the  depart- 
ment should  have  procedures  in  place  to  monitor  compliance  and 
verify  the  quality  of  care  provided  to  recipients  under  the 
contract.   To  assist  in  monitoring  the  program,  the  department 
should  consider  obtaining  weekly  or  monthly  summaries  of 
reported  incidents  or  complaints. 

A  department  official  said  that  during  the  compliance  reviews 
department  personnel  also  test  the  quality  of  care  provided  under 
the  program  by  interviewing  a  sample  of  recipients.   In  fiscal 
year  1987-88,  during  the  last  compliance  review,  the  department 
interviewed  seven  recipients  (five  from  Helena  and  two  from 
Bozeman)  as  part  of  the  compliance  review.   Department 
personnel  indicated  a  shortage  of  personnel  and  monetary 
resources  have  restricted  the  department's  ability  to  perform 
more  frequent  and  comprehensive  compliance  reviews  of  the 
contract. 

The  department  should  consider  the  benefit  of  increasing  the 
sample  size  when  conducting  interviews  with  recipients.   Con- 
sidering that  in  fiscal  year  1987-88,  there  were  approximately 
1,000  recipients  in  the  program,  interviewing  7  recipients  is  not 
sufficient  to  verify  the  quality  of  care  provided  to  program 
recipients. 

Given  the  annual  cost  of  the  contract,  compliance  reviews  should 
be  performed  more  frequently  than  every  three  years  or  the 
department  could  consider  requiring  that  the  provider  obtain  a 
periodic  audit.   There  would  be  a  cost  associated  with  properly 
monitoring  this  provider  contract;  however,  the  federal 
government  would  pay  approximately  71  percent  of  the  cost. 
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Recommendation  #7 

We  recommend  the  department: 

A.  Monitor  the  provider's  compliance  with  the  Personal 
Care  Services  program  contract  in  a  timely  manner. 

B.  Establish  procedures  in  the  Personal  Care  Services 
program  to  monitor  incidents  and  complaints  in  a 
timely  and  on-going  manner. 


Federal  Program 
Internal  Controls 


The  department's  responsibilities  include  establishing  and  main- 
taining adequate  systems  of  internal  control.   Internal  control 
procedures  provide  an  essential  part  of  an  organization's  ability 
to  safeguard  assets  and  verify  accuracy  and  reliability  of 
accounting  and  management  data.   The  following  report  sections 
address  areas  where  management  could  improve  its  internal  con- 
trol. 


Medicaid  Waiver  Program 
for  Developmentally 
Disabled 


To  meet  federal  Medicaid  requirements,  the  department 
requested  we  perform  an  independent  assessment  over  the 
Developmentally  Disabled  (DD)  Medicaid  Waiver  Medical  Assis- 
tance program  (CFDA  #93.778)  for  fiscal  years  1990-91  and 
1991-92.  The  DD  Medicaid  Waiver  program  allows  eligible 
individuals  to  receive  medical  benefits  and  other  special  services 
not  available  under  the  Medicaid  state  plan.  Some  examples  of 
special  services  provided  to  the  client  include  homemaking 
assistance  and  day  care  activities  for  eligible  children  and  adults. 
In  order  for  the  program  to  be  approved  by  the  federal  govern- 
ment, it  must  be  cost  effective.   For  example,  the  DD  Medicaid 
Waiver  cost  of  care  should  be  less  than  the  cost  of  institutional 
care.  The  results  of  our  testing  are  discussed  below. 

The  DD  Medicaid  Waiver  program  uses  a  client  database  system 
to  pay  invoices  and  provide  the  support  for  its  federal  expendi- 
tures.  The  database  should  be  reconciled  to  Statewide  Budgeting 
and  Accounting  System  (SBAS)  to  ensure  waiver  expenditures 
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are  supported  by  the  state's  accounting  records  and  to  ensure  all 
allowable  expenditures  are  charged  to  the  federal  account.   We 
noted  SBAS  reported  $10,187  more  federal  waiver  expenditures 
than  the  client  database.   A  division  official  said  the  unrecon- 
ciled difference  could  not  be  explained  so  they  did  not  request 
reimbursement  from  the  federal  government.   Consequently,  the 
state  General  Fund  may  have  improperly  paid  $10,187  of 
Medicaid  Waiver  expenditures. 


During  our  review  of  the  waiver  program,  we  compared  DD 
provider  corporations'  expenditure  reports  to  the  waiver  contract 
amount.   Of  the  32  DD  providers,  we  noted  one  instance  where 
the  provider  could  not  account  for  $463  of  expenditures.   The 
division  did  not  request  a  refund  from  the  provider  or  support 
for  the  $463  expenditure.   A  division  official  said  the  amount 
was  recorded  on  the  accounting  records  as  benefit  expenditures 
because  DD  determined  that  was  the  best  place  to  record  it. 
Federal  regulations  require  all  expenditures  be  supported  by 
adequate  documentation.  Since  the  department  could  not 
provide  documentation  for  the  expenditures,  we  question  the 
allowability  of  the  $463  for  federal  reimbursement. 


Recommendation  #8 

We  recommend  the  department: 

A.  Resolve  differences  between  expenditures  on  the  client 
database  and  SBAS. 

B.  Ensure  DD  Medicaid  Waiver  expenditures  are  supported 
as  required  by  federal  regulations. 


Accounting  for  Child  Care 
Block  Grant 


In  fiscal  year  1992-93,  the  department  was  authorized  to  spend 
$193,730  of  the  Child  Care  Block  Grant  administered  by  the 
state  Department  of  Family  Services  (DFS).  The  Child  Care 
Block  Grant  (CFDA  #93.575)  was  used  by  the  department  to 
provide  day  care  rate  increases  authorized  by  the  1991 
Legislature.  Total  Child  Care  Block  Grant  expenditures 
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recorded  on  the  department's  accounting  records  for  fiscal  year 
1992-93  were  $245,909.   Therefore,  the  accounting  records 
indicate  the  grant  was  overspent  by  $52,179.  Department 
personnel  indicated  the  excess  expenditures  will  be  charged  to 
another  day  care  program  that  provides  the  same  services. 
Department  personnel  explained  the  overexpenditure  occurred 
because  of  a  misunderstanding  between  department  personnel 
over  state  versus  federal  fiscal  years. 

In  addition  to  overspending  the  grant,  as  of  October  1993,  the 
department  has  not  billed  DFS  for  fiscal  year  1992-93 
expenditures.   Prudent  fiscal  management  dictates  that  reim- 
bursements of  expenditures  should  be  billed  on  a  timely  basis. 
Department  fiscal  personnel  indicated  because  of  employee  turn- 
over they  spend  the  majority  of  their  effort  working  on  other 
larger  federal  grants  and  overlooked  billing  DFS. 

We  also  noted  the  Child  Care  Block  Grant  was  not  recorded  on 
the  department's  Schedule  of  Federal  Financial  Assistance  for 
fiscal  year  1992-93,  or  fiscal  year  1991-92.   Federal  regulations 
require  recipients  of  federal  assistance  to  report  all  federal 
financial  assistance  expended  each  fiscal  year. 


Recommendation  #9 

We  recommend  the  department  monitor  grants  to  ensure 
timely  billing  and  accurate  recording. 
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Liability  for  Disallowed  This  report  section  discusses  an  issue  which  we  believe  warrants 

Medicaid  Expenditures  disclosure.  The  Health  Care  Financing  Administration  (HCFA) 

disallowed  $261,757  of  expenditures  the  department  had  claimed 
for  Qualified  Medicare  Beneficiary  (QMB)  buy-in  premiums  in 
the  Medical  Assistance  Program  (CFDA  #93.778).   Medicaid 
regulations  require  states  to  pay  the  Medicare  premiums  for 
qualified  low  income  individuals.   In  November  1991,  the 
department  discovered  the  General  Fund  had  paid  all  of  the 
QMB  buy-in  premiums  for  some  individuals.   The  costs  should 
have  been  split  between  the  federal  Medicaid  program  and  the 
state  General  Fund  in  an  approximate  70/30  ratio.   Department 
personnel  said  the  previous  eligibility  system  was  not  designed  to 
count  QMB  cases  for  buy-in  purposes  and,  as  a  result,  the  cases 
in  question  were  not  discovered  until  the  conversion  to  the  new 
eligibility  system. 

Department  personnel  spent  several  months  reviewing  QMB  costs 
and  determined  the  amount  that  should  have  been  funded  by 
federal  Medicaid  funds.   In  June  1992,  the  department  claimed 
$575,415  of  prior  years  QMB  buy-in  expenditures  from  the 
Medicaid  program.  The  expenditures  relate  to  fiscal  years  1988- 
89  through  1990-91.   Since  the  General  Fund  originally  paid  the 
expenditures,  the  department  reimbursed  the  General  Fund 
$575,415. 

HCFA  performed  a  review  of  the  QMB  buy-in  premium  claim 
of  $575,415,  and  disallowed  $261,757.   The  claims  were  dis- 
allowed because  federal  regulations  require  states  to  file  claims 
for  expenditures  within  two  years  after  the  calendar  quarter  in 
which  the  state  agency  made  the  expenditure.   Therefore,  all 
claims  prior  to  June  30,  1990  were  disallowed.   In  response  to 
this  disallowance,  the  department  requested  an  extension  of  the 
time  limits  due  to  "good  cause"  circumstances  beyond  the  state's 
control.  HCFA  denied  this  request.   Federal  regulations  define 
good  cause  and  provide  examples  of  circumstances  beyond  the 
state's  control  such  as:  acts  of  God  or  documented  action  or 
inaction  of  the  federal  government.   Regulations  further  state, 
"Circumstance  beyond  the  State's  control  do  not  include  neglect 
or  administrative  inadequacy  on  the  part  of  the  State,  State 
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agencies,  the  state  legislature  or  any  of  their  offices,  officers,  or 
employees." 

As  a  result  of  the  disallowance,  the  General  Fund  has  a  liability 
to  the  federal  government  of  $261,757.  Since  department  offi- 
cials are  aware  of  the  liability,  we  do  not  make  a  recommenda- 
tion at  this  time. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  auditor's  opinion  issued  in  this  report  is  intended  to  convey 

dent  Auditor's  Report  to  the  reader  of  the  financial  schedules  the  degree  of  reliance 

which  can  be  placed  on  the  amounts  presented.   We  issued  a 
qualified  opinion  on  the  financial  schedules  because  of  a 
$15,204,820  understatement  of  revenue  which  also  effects  the 
June  30,  1993  fund  balance  in  the  Special  Revenue  Fund.   The 
reader  should  use  caution  when  using  the  financial  information 
from  the  Statewide  Budgeting  and  Accounting  System  (SBAS) 
presented  in  these  schedules. 
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LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


STATE  OF  MONTANA 

STATE  CAPITOL 

PO  BOX  201705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Social  and 
Rehabilitation  Services  for  each  of  the  two  fiscal  years  ended  June  30,  1992  and  1993,  as  shown 
on  pages  A-4  through  A- 12.   The  information  contained  in  these  financial  schedules  is  the 
responsibility  of  the  department's  management.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.   The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

The  department  did  not  accrue  revenue  associated  with  its  Medicaid  program  at  fiscal 
year-end  1992-93.   As  a  result,  revenue  and  the  June  30,  1993  fund  balance  are  understated  by 
$15,204,820  in  the  Special  Revenue  Fund. 

In  our  opinion,  except  for  the  effects  of  the  issue  discussed  in  paragraph  four,  the 
financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of 
operations  and  changes  in  fund  balances  of  the  Department  of  Social  and  Rehabilitation  Services 
for  the  two  fiscal  years  ended  June  30,  1992  and  1993,  in  conformity  with  the  basis  of  accounting 
described  in  note  1. 


Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  22,  1993 
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DEPARTMENT  OF  SOCIAL  &  REHABILITATION  SERVICES 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1993 


FUND  BALANCE:  July  1,  1991 

ADDITIONS 
Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 
Support  From  State  of  Montana 
Cash  Transfers  In 

Prior  Year  Transfers  In  Adjustments 
Nonbudgeted  Expenditures  &  Transfers  Out 
Nonbudgeted  Prior  Year  Expenditure  Adjustments 
Prior  Year  Transfers  Out  Adjustments 

Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Support  from  State  of  Montana 
Nonbudgeted  Revenue  &  Transfers  In 
Cash  Transfers  In 
Total  Additions 


Special 

Revenue 

Enterprise 

General  Fund 

Funds 
$  2.560.447 

Funds 

$        0 

$1,353,305 

86,757 

293,807,499 

28,921 

637,375- 
1,672,506^^ 

3,431,250 

95,861,380 

970,426 

382,779 

4,257 

18,828 

144,845 

147,434 

325,395,432 

2,337,765 
700,673^ 

5,000,373- 
262, 539"^ 

107,866,300 

7,690 
1.029.577 

209.455.035 

630.310.650 

28.921 

REDUCTIONS 
Fiscal  Year  1991-92 
Budgeted  Expenditures  &  Transfers  Out 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Transfers  Out  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Prior  Year  Expenditure  Adjustments 


98,301,423 

294,328,040 

40,774 

140,650 

60,666 

2,156,592 
1,012,460'^ 

178,974. 

660,046' 

793 

Fiscal  Year  1992-93 

Budgeted  Expenditures  &  Transfers  Out 

Nonbudgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditure  Adjustments 

Prior  Year  Transfers  Out  Adjustments 

Direct  Entries  to  Fund  Balance 

Total  Reductions 

FUND  BALANCE:  June  30,  1993 


110,976,135 
43,776 
32,261 


209.455.035 
$ 0 


342,350,737 

5,303 

4,068,457 

117,669 

644.179.908 

$(11.308.811) 


Because  the  department  did  not  accrue  Medicaid  revenue  in  fiscal  year  1992-93,  the  June  30,  1993  Special 
Revenue  balance  is  negative. 

See  note  6  on  page  A-11. 

See  note  1  on  page  A-9. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 


Additional  information  is 
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DEPAR-mENT  OF  SOCIAL  AND  RFHABt, TT.rT»„  SERVICES 

COmU^U,  BALANCE  SHEET  -  A,T    vi^nc    .  J    .^J.^,';;:^,, 

JUNE    30.    1983  ~ 

GOVERNMENTAL  FUND  TYPES  S'^tJpe 


I  Alio 


•  for 


FYE  Caih  Cutoff  Receivables 
AdvADces  to  Employeeft 
FrcpAld  ExpDnscG 
Dut  froB  ConeoHdated   Entity 
fot  Accrued  Support  Expendlt 
Short-Tcnn  Investment   Pool 
E^ulpnenC 

be  Provided   for 

111 


IIUILITIES  , 
LUMllElcfi 


)  FUND  EQUITY 


Acfounts  Payable 
Accniid  Expenditures 
*ceountB  Payable  FYE  Cutoff 
AecountablHty  for  Funds  Received 

(roi  Conaolldated  Entity 
C>*[trr(d  Revenue 
Accounts  Payable  Pending 

'•cilvoble  Collections 
'tcountablllty  for  Property 

accountability  for  l.csae  Liability 
'«  FUed  Assets  -  Current 

-  Long-Term 
Total  Liabilities 

fttJ  Equity 


(50.978) 

2.788,5^.3 

8.910 


6,854,266 

!, 791. 283 

595,867 


i. 645, 668 
360,182 


WTAL  LIABILITIES  AND   FUND   EQUITY        SIHI6.1 


TOTAL 
lemorandua  Only 

512,008.407 

6.834.266 

2,251,451 

675,156 

C166.452) 

4.198.679 

8,910 

1.723.135 


S  5.943 

19,745,592 
8,744,613 


TOTALS    (MEHORANDiril  QHi.Vl 


!. 842. 649 
85.842 
283,809 


1.656.603 

(598,332) 

49J.765 

IZ1.031.S00 

(ia.39«: 

M,871,«3B 

19.085.996 

9  968 

5.952.757 

89.034.075 

127.065 

4.502.234 

(76.769) 

754.138 

12,876.582 

74,378 

283.688 

489.673 

6.330.595 

(HEHORATOWI  ONLY) 


Ity  Detorminatl 

lentfll  nisablll 
'ental  Dlsablll 


lAHCINC  SOURCES    (USES) 
froB  (To)   Cetieral    Fund 

■  REVBNURS  OVER    (UNDER) 
flES  AND  OTHER  SOURCES    ( 

NCE     JULY      1.    1982 

■NCE    JUNE  30.   1983 


16.000 
150,000 


(59.080.275) 

59.080.275 


$   69 

.842 

(58 

,436 

176 

_098 

^11 

^ 

658 

987 

i 

6« 

8° 

11' 

! 

052 

1.524 

540 

(1.524 

540) 

4.813,641 
2!33e.'568 

14.871,756 
5,952,757 
2,236,143 

'646^632 
3,337,665 

'591)352 
3,470,128 

557,128 

3,247,727 

1,953,010 
3,2551782 

S  (225,156) 

5112,067,805 

16,000 

(63,477) 

150,000 

663.222 

(774,418) 

170,845 

298,822 

(58.436) 
663,222 
(598.332) 


12.876.582 
283. 68B 


1.858.059)  (58.545,858)  6,312,201 

'■60^.815  59.080.275  (1.524,540) 


)   SPECIAL  REVEMIE 


<.3Sb     S        19.386 


506,000  765,275  239,: 

169.605  200.268  30, ( 


60i,855     (51 


3.793,793  391,138 

4.940,175  312,095 


r.692  3,519.513  3,507.8] 

1.768.892  1.525,51 


169 

E 

'm3 

270 

178,564 

JAi 

1,256  3.258 


i33  (9.567) 

M     (3o!34l!itn 


1,250.16'.  (179,276)      (9.429.4iO) 


(1,002,810)  (984,544) 


50.732,556      (3,546.910) 


DEPARTMENT  OF  SOCIAL  &  REHABILITATION  SERVICES 

SCHEDULE  OF  ADDITIONS  AND  REDUCTIONS 

TO  THE  CHILD  SUPPORT  AGENCY  FUND 

FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


CHILD  SUPPORT  PAYMENTS  TO  BE  DISTRIBUTED 
AT  JULY  1,  1991 


ADDITIONS 

Fiscal  Year  1991-92  22,115,421 

Fiscal  Year  1992-93  25.029.240 

Total  Additions  47.144.661 

REDUCTIONS 

Fiscal  Year  1991-92  21,888,501 

Fiscal  Year  1992-93  25.241.641 

Total  Reductions  47.130.142 

CHILD  SUPPORT  PAYMENTS  TO  BE 

DISTRIBUTED  AT  JUNE  30,  1993  $   378.247 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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Notes  to  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


Snmmaiy  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Agency  Funds.   In  applying  the  modified  accrual  basis,  the 
department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

The  cost  of  employees'  annual  leave  and  sick  leave  when 
used  or  paid. 

The  department  uses  accrual  basis  accounting  for  its  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  if  measurable  and  records  expenses  in  the  period 
incurred,  if  measurable. 

Expenditures  and  expenses  may  include:   entire  budgeted  service 
contracts  even  though  the   department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.  The  department  uses  the  following  funds: 
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Notes  to  Financial  Schedules 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.  The  majority  of  the  activity  recorded  in  the 
department's  Special  Revenue  Funds  include  federal  grants  such 
as  Medicaid,  Food  Stamps,  Aid  to  Families  with  Dependent 
Children  (AFDC),  Low  Income  Home  Energy  Assistance 
Program  (LIHEAP),  Vocational  Rehabilitation,  and  Child 
Support  Services. 


Proprietary  Funds 


Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises, 
where  the  Legislature  intends  that  the  department  finance  or 
recover  costs  primarily  through  user  charges;  or  (b)  where  the 
Legislature  has  decided  that  periodic  determination  of  revenues 
earned,  expenses  incurred  or  net  income  is  appropriate.   The 
1991  Legislature  changed  the  funding  for  the  Child  Support 
Enforcement  program.   Prior  to  fiscal  year  1991-92  the  Child 
Support  Enforcement  program  was  recorded  in  the  Enterprise 
Fund.   The  majority  of  activity  recorded  in  the  Enterprise  Fund 
consists  of  transactions  to  move  the  Child  Support  Enforcement 
program  to  the  Special  Revenue  Fund. 


Fiduciary  Funds 


Agency  Fund  -  to  account  for  assets  held  by  the  State  as  an  agent 
for  individuals,  private  organizations,  other  governments  or 
other  funds.   The  Agency  Fund  is  used  to  account  for  child 
support  payments  collected  on  behalf  of  children.   The  money  is 
distributed  to  the  custodial  parent  or  guardian. 


Annnal  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.  The 
department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1992  and  at  June  30,  1993, 
the  department  had  a  liability  of  $2,418,929  and  $2,579,263, 
respectively. 
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Pension  Plan 


Notes  to  Financial  Schedules 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
this  plan  was  $1,295,459  in  fiscal  year  1991-92  and  $1,371,238  in 
fiscal  year  1992-93. 


4. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.  Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Food  Stamp/Food 
Commodities 


The  department  no  longer  has  custodial  responsibilities  for 
USDA  food  stamp  coupons.   The  department  has  contracted  with 
Sacramento  Services  Development  Corporation  (SSDC)  in 
Sacramento,  California  to  mail-issue  all  food  stamps.   SSDC  is 
responsible  for  the  storage  and  distribution  of  all  food  stamp 
coupons.  The  state  is  liable  for  food  stamp  coupons  upon  distri- 
bution by  the  SSDC.   The  department  authorized  the  issuance  of 
food  stamps  valued  at  $50,531,306  in  fiscal  year  1991-92  and 
$53,846,165  in  fiscal  year  1992-93.   In  addition,  the  department 
had  title  to  $2,214,866  of  food  commodities  inventory  at 
June  30,  1993  stored  in  a  leased  warehouse.   The  department 
issued  food  commodities  valued  at  $4,112,164  in  fiscal  year 
1991-92  and  $4,299,182  in  fiscal  year  1992-93. 


Direct  Entries  to  Fund 
Balance 


The  department  recorded  direct  entries  to  fund  balance  during 
fiscal  years  1991-92  and  1992-93.   The  majority  of  the  entries 
were  made  to  comply  with  the  legislative  directives  to  transfer 
the  Child  Support  Enforcement  program  activities  from  the 
Enterprise  Fund  to  the  Special  Revenue  Fund,  transfer  excess 
cash  in  the  Child  Support  account  to  the  General  Fund  and  close 
out  an  old  account  associated  with  the  former  Department  of 
Community  Affairs.   The  direct  entry  activity  and  the  funds 
effected  by  the  Child  Support  and  grant  closeouts  are: 
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Notes  to  Financial  Schedules 


Fiscal  Year  Fiscal  Year 

1991-92  1992-93 

General  Fund                                   $1,080,843  $695,389 

Special  Revenue  Fund                          996,213  257,254 

Enterprise  Fund                                    660,046  542,413 


Contingent  Liability  The  federal  government  is  seeking  recovery  of  $261,757  paid  to 

the  department  as  part  of  its  Medicaid  program.  The  claim  seeks 
recovery  of  Medicaid  expenditures  for  insurance  premiums  paid 
on  behalf  of  qualified  medicare  beneficiaries  for  premiums  paid 
prior  to  June  30,  1990.  The  potential  repayment  from  the  state's 
General  Fund  is  probable. 
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Agency  Response 
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DEPARTMENT  OF 
SOCIAL  AND  REHABILITATION  SERVICES 


MARC  RACICOT 
GOVERNOR 


PETER  S.  BLOUKE,  PhD 
DIRECTOR 


STATE  OF  MONTANA' 


P.O.  BOX  4210 

HELENA.  MONTANA  59604-4210 

(406)444-5622 

FAX  (406)444-1970 


December  20,  1993 


Scott  A.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena  MT  59620 

Dear  Mr.  Seacat: 


Enclosed  is  the  Department  of  Social  and  Rehabilitation  Services 
written  reply  to  the  audit  report  for  the  two  State  fiscal  years 
end  June  30,  1993.  A  computer  disk  with  the  responses  is  also 
included  along  with  two  copies  of  the  draft  report. 

If  you  have  any  questions  concerning  the  responses  please  contact 
Lois  Cearley  or  Eric  Merdinger  of  my  staff. 

Sincerely, 


eter  BTouke,  Dir 


rector 
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"Working  Together  To  Empower  Montanans" 


Recommendation  #1 


We  recommend  the  decar tmen t : 
A.    Locate   all   mis^ina   equipment 
records  accordingly. 


acjuBt   property 


Concur : 

The  Department  will  continue  the  effort  to  locate  all 
missing  equipment  and  will  adjust  property  records 
accordinglv.  As  of  ttie  date  of  this  response  12-2^-93 
the  total  of  unlocated  equipment  is  $1m,173. 


B, 


Properly   account  for  all   property  in   accordance  with 
state  policy 


Concur 

Recommendation  #S 

We  recommend  the   depar  tment  ensure  its   federal  account   is 
reconciled  at  the  end  of  each  fiscal  year. 

Concur : 

The  fiscal  year  end  1 99E  and  1993  fund  balances  were 
reconciled  and  the  adjustments  were  made  to  SDAS .  The 
department  was  aware  of  and  had  notified  both  the 
Legislative  Auditor's  Office  and  the  Department  o-f 
Administration  of  the  large  negativ'e  fund  balance  in 
1993.  A  spreadsheet  has  been  developed  that  will  make 
the  reconciliation  mor^e  timely. 

Recommendation  3 


We  recommend  the  department 
revenue  and  expenditures  ars 
with  state  law  and  policy. 


establish  procedures  to  ensure 
properly  accrued  in  accordance 


Concur 


B-4 


Recommendation  4 

We  i"ecQnimend  the  depar  tment  : 

A.  Ensure  all  costs  included  in  its  cost  allocation  plan 
are  supported  by  the  accounting  records. 

Concur : 

The  Department  is  very  conscientious  about  and  aware  of 
the  importance  of  correct  data  in  its  cost  allocatiori 
plan, 

B.  Periodically  review  the  data  input  to  the  cost 
allocation  plan  to  ensure  indirect  costs  are^  allocated 
to  the  programs  which;  benefit  from  the  service. 

Concur : 

When  the  cost  allocation  plan  is  reviewed  every  year 
supporting  documentation  will  also  be  analyzed  and 
rev  iewed . 

Recommendation  #  5 

We   recommend  the   department  deposit   all  monev   timely,  in 
accordance  with  state  law. 

Concur : 

The  Family  Assistance  Division  will  remind  all  staff  b  >■ 
letter  and  at  future  corrective  action  meetings  of  the 
requir-ement  in  Section  l'7-6-105  (6),  MCA.  In  addition 
the  matter  of  untimely  deposits  will  be  discussed  at 
the  next  joint  meeting  of  field  and  central  office 
management  staff. 

Recommendation  #6 


We  recommend   the  department  establish  procedures 
child  support  checks  arB    safeguarded. 


to  ensuri 


Concur 


Child  Support  has  obtained  a  restrictive  endorsement 
stamp  and  endorses  and  receipts  in  all  checks  received 
at  their  office.  Checks  received  too  late  to  be  taken 
to  the  Fiscal  Bureau  are  held  in  a  locked  file  cabinet 
overnight . 


B-5 


Recommendation  #7 

We  recommend  the  department: 

A>    Monitor   the   provider's  compliance   with   the  Personal 

CarB    Service  Program  contract  in  a  timely  manner. 
Concur 

B"'  Establish  procedures  in  the  personal  care  services 
program  to  monitor  incidents  and  complaints  in  a  timely 
and  on-going  manner. 

Concur 

Recommendation  #8 

We  recommend  the  department: 

A.  Resolve  differences  between  expenditures  on  the  client 
database  and  SBAS . 

Cortcur  : 

The  Division  has  reconciled  FYE93  SBAS  and  client 
database  and  will  continue  to  do  monthl\/ 
rec onciliations. 

B.  Ensure  DD  Medicaid  Waiver  expenditures  are  supported  as 
required  by  federal  regulations. 

Partially  Concur: 

The  Division  agrees  that  documentation  should 
support  all  DD  Waiver  expenditures.  In  total,  the 
provider's  financial  reports  provided  the 
assurance  of  adequate  documentation.  We  believe 
that  these  costs  could  be  defended  in  a  federal 
review,  that  is  why  the  Division  submitted  these 
costs  to  the  federal  government  for  reimbursement. 

Recommendation  #9 

We  recommend  the  department  monitor  grants  to  ensure   timely 
billing  and  accurate  recording. 

Concur . 
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